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Abstract

We investigate how posted prices affect consumeiiingness-to-pay (WTP) for
real-world products by eliciting the WTP from exieeiced consumers for water-resisting
handbags and consumer electronics accessories bafidr after people see the price tag. To
control for possible experimental artifacts, wecielWTP with the following procedure: The
incentive compatible Becker, DeGroot, Marschak (BDhechanism, explanations of the optimal
strategy under BDM (truthfully revealing one's \atian), and paid practice rounds with subjects
switching roles between buyers and sellers. Thdhghprocedure has successfully minimized
the willingness-to-pay and willingness-to accegt gathe literature (which we indeed replicate),
we find a moderate but significant increase in Wi@Pthe majority whose initial WTP were
lower than the price tag, and a sharp decreaseTR Wnong the few whose initial WTP were
higher than the price tag. This suggests a prifactefiriven by information regarding potential
resale (and repurchase) opportunities. A simidoofatory experiment with college students
replicates these findings. This suggests that wiirems determine prices or discounts, they
might have to care more about the negative “outspmrtunity” effect of low prices instead of
the positive “price placebo” effect commonly obs&hin more controlled environments.
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How Price Tags Affect Willingness-To-Pay

---Evidence from the Field (and Lab)

1 Introduction

Price Placebo Effects are widely studied in markgti Early attempts include
Leavitt (1954), which showed that consumers pretethe more expensive brand while
facing two unknown brands. Later, numerous stutli@ge documented how posted
prices affect self-reported perceptions of a préduquality (Rao and Monroe, 1989,
provide a review). When it comes to actual consagas (instead of hypothetical
guestions), recent studies show that a high pagec&n boost the performance in solving
puzzles after consuming an energy drink (Shiv, @arnand Ariely, 2005), reduce
reported pain after taking a new pain-killing dmgich is actually placebo (Waber, Shiv,
Carmon and Ariely, 2008), and even increase breiivigy (in addition to self-reported
pleasure) when subjects taste red wine in an fMBhser (Plassmann,’@oherty, Shiv
and Rangel, 2008).

However, these results leave many questions unaedwe First of all, stated
willingness-to-pay (SWTP) or perception surveys barvery inaccurate because answers
to these inquiries have no real consequences. e&sbjwere not punished for
misrepresenting their true WTP, nor were they reledrfor reporting it honestfy.
Secondly, studies that do have real consequences fun the effectiveness or pleasure
derived from a product, instead of actual consuomptihoices. What is more, when one

does measure actual choices, Heffetz and Shay®)260nd the (non-budget-constraint)

' In fact, Wertenbroch and Skiera (2002) conducell fexperiment to compare SWTP with WTP elicited
incentive compatibly, and found SWTP less reliable.
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price effect is relatively small and insignificantthe lab (elasticity = 0.09~0.18) using

candy bars, and find no effect in a field experitnaltering restaurant menus (they
altered the ala carte prices of each course whalepikng combo prices the same).
Finally, most of these studies focus on high vs fwices, answering the big question

marketers want to know, without investigating therenfundamental question scientific

researchers care about, namely how posted prites #fie process whereby consumers
form their valuation of a product.

In economic theory, consumer valuation is typicadligen as given, and hence, not
affected by posted prices. For example, in thepknmMarshallian supply-demand
model, consumers are assumed to know their vahsmtaf any product, which is
reflected in the demand curve. Accordingly, se¢imgmarket price should not change
onés valuation. Under asymmetric information, pricegsuld serve as a sign for a
good’s quality (Scitovsky, 1945; Klein and Leffla981; Wolinsky, 1983, Milgrom and
Roberts, 1986; Bagwell and Riordan, 1991). But,most of these models, the
distribution of valuation for a particular produc still assumed to be common
knowledge before pricing is considered, so postedep affect not the intrinsic
consumption value, but ofseestimate of this value. One exception would gg1987),
which considered the possibility that some goodshsas diamonds, could be “valued for
their values.”

Despite the lack of theory, we do have some engligwidence seeing the posted
price does alter oreemotion toward the product, and thus, could affatuation. For
example, Knutson et al. (2007) showed that thenbpapoduces a negative feeling as a

response to excessive prices, and is reflectedtimasion in the insula (and deactivation



in the medial prefrontal cortex (mMPFC) before thechase decisiorf). Therefore, though
the formation of orie valuation for a product and its relationship witb posted price is
under-explored, new tools in experimental and ne&sanomics are available (and
should be employed) to address these issues.

Thus in this paper, we investigate how posted pricdfect consumers’
willingness-to-pay (WTP) for real-world productsln particular, we elicit consumers’
WTP for water-resistant handbags and consumerretecs accessories (such as laptop
sleeves or cell phone covers), before and aftengelee price tag. Since the focus is on
actual purchasing behavior, we went to a departrstore in downtown Taipei, and
recruited experienced consumers either at the ebetkounter or from a VIP customer
list (provided by the producer) to participate ur @experiment, in which they would have
a chance to actually purchase the items.

To elicit truthful WTPs and to control for possil#gperimental artifacts, we use the
following procedure to elicit WTP: The incentivengpatible Becker, DeGroot, Marschak
(BDM) mechanism, which produces actual outcomesdas one’s bid, explanations of
the optimal strategy under BDM (truthfully biddimge’s valuation), and paid practice
rounds with subjects switching roles between buyerd sellers. The paid practice
rounds consist of 14 lottery rounds, in which satgebought or sold lotteries, and 6
product rounds, in which subjects bought or soldUNsbuvenirs. Plott and Zeiler (2005)
and Isoni, Loomes and Sugden (2010) showed thamaas procedure (round 1-15)
could successfully minimize the willingness-to-pagnd willingness-to-accept

(WTP-WTA) gap in the literature (which we indeedglieate). In particular, after 14

® In contrast, there is a positive effect of seeirigwmrite product which activates the nucleus adoems
(NAcc).



lottery rounds, they observed no gap in round 18relsubjects bought or sold a school
mug.

Nevertheless, after sufficient training and paidgtice, we still find a moderate but
significant increase in WTP for the majority whasitial WTP were lower than the price
tag, and a sharp decrease in WTP among the fewenhibgl WTP were higher than the
price tag. The former result confirms the pricacgbo effect found in marketing
experiments, and is consistent with the findingsHeffetz and Shayo (2009) that the
non-budget constraint price effect is not large.owidver, the latter result is quite
surprising and has not been previously reportechis $uggests a price effect driven by
information regarding potential resale (and repase) opportunities, which is conveyed
through the price tag, instead of information attbet product itself. This is consistent
with recent studies of empirical “auctions withakes, such as Haile (2001) and Leslie
and Sorensen (2010).

One might wonder if subjects indeed report WTPhflty.  Although we cannot
verify whether their bids truly reflect their WTRe do have some indirect evidence that
subjects do report truthfully. In particular, wen@oyed the same set of paid practice
rounds as Plott and Zeiler (2005) and Isoni, Looares Sugden (2010). Results from
our paid practice rounds are comparable to thessthe WTP-WTA gap vanishes for
NTU souvenirs (mug, folder, etc.) after carefulgntrolling for experimental procedure
and training subjects through 14 lottery roufids.

A similar controlled laboratory experiment with lsge students replicate these

findings. Only one item had an initial WTP (fromeosubject) higher than the price tag,

% We also replicate the results of Isoni, Loomes &ngden (2010), as well as Plott and Zeiler (2G05)’
training data, namely the WTA-WTP gap persistdim 14 lottery rounds.
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though. In other words, our main findings are sibacross subject pools, though
college students typically have much lower WTPglykdue to lower income. In
consequence, careful experimental procedures, ascthose developed by Plott and
Zeiler (2005), can be applied even to field settiagd produce consistent experimental
results both in the field and in the lab. This tctmites to the small, but growing
literature on lab and field parallelism fosteredUgyitt and List (2007).

On the other hand, since college students have W6WP, and hence, are not
representative of the pool of potential consumetailers care about, results of marketing
experiments that use student subjects, though genoiay be far less important to actual
marketers. This suggests that when firms deterrpmees or offer discounts, they
might have to devote more consideration to the tigdoutside-option” effect of low
prices, instead of the positive “price placebo”eeff commonly observed in more
controlled environments, such as those reportédamarketing literature.

The remaining paper is structured as follows: $ac describes details of the
experiment; Section 3 reports experimental resiutisy the “real” rounds; Section 4
reports results from the paid practice rounds. IginGection 5 concludes.

2 Experimental Design

We conducted experiments both in the field and he tab to elicit subjects’
willingness-to-pay (WTP) for durable consumer pradu(water-resistant handbags,
laptop sleeves, cell phone covers, and so on)defod after people see the price tag.
Products from the sporting goods brand name, Knweke used due to availability (one
of the authors was able to contact the companyaWwat the brand and convinced them

to allow us to use their products to conduct theeexnent), and for its broad appeal to



both college students and ordinary people.

To avoid subject misconceptions and elicit trueustibns, we implemented an
incentive compatible elicitation device, the BeckdédeGroot, Marschak (BDM)
mechanism. In the instructions, we provided exatimms of the optimal strategy under
BDM, namely truthfully revealing one's valuation.eWalso employed paid practice
rounds with subjects switching roles between buyerd sellers in order to familiarize
them with the BDM procedure. This procedure wagpleged by Plott and Zeiler (2005)
to minimize the WTP-WTA gap.

2.1 Field Setting

In the field, we invited actual consumers who hegl/us purchasing experience of
the same product line to participate in our expenmin particular, we contacted people
on a list of VIP customers provided by the brantheawner; we also invited customers
who just made a purchase at the Knock stobriring the course of the experiment (from
Jan. 27 to Jan. 31, 2010), we successfully in@@dctual costumers between the ages of
19 and 63, including 11 males and 15 females.

We ran our experiment in the Momo department stfrdowntown Taipei. This
department store was chosen for three reasond; Fies brand name owner has an

in-store counter here, and they convinced the dewart store to offer us a quiet and

* Note that Plott and Zeiler (2005) also includeddbadition of anonymity in their design. We coulot n
incorporate the condition of anonymity in the fiekihce inviting actual costumers in the field regd
access to the VIP customer list of the brand nanmeeq and subjects knew they were contacted through
this list. Also, subjects came in one-by-one, ardhad to check their identities before the expemnineo it
was not possible for us to achieve the conditioarafnymity. However we avoided observing their
choices and notified them that we would not chéekrtchoices during the experiment.

® The VIP customer list provided by the company @sts®f 100 people. 21 agreed to participate in our
experiment. The remaining 5 subjects were invitedhe spot. When inviting subjects on the spot, we
waited nearby the KNOCK check-out counter, and eggined those who just made a purchase and invited
them to participate in the experiment. We belidvse triterion makes them comparable to the people w
were on the VIP customer list.



suitable corner to run our experiment. Secondig tlepartment store is relatively new
(opened on Jan. 1, 2010, while our experiment veemiucted at the last week of the
opening month), so consumers had not form preceedddeas about the style or price
level for this department store. Third, this deent store is located in downtown Taipei,
so transportation would not be a problem for thgextts we invite.

Each experiment consisted of one paid practiceseasd one real-world consumer
goods session. Before these two sessions, wesfimied subjects all of the products
used in the experiments and encouraged subjedsttmlly pick them up and take a
close look. We included this demo session to nsmke subjects had a chance to get
familiar with all of the items (since several pratkiwere not on the market yet). Also,
Bushong, King, Camerer and Rangel (2010) found ttmatphysical presence of a good
alters WTP. Hence, including a hands-on demo messiosely replicates the field
setting where subjects do have a chance to exathmgroducts before purchase in
person. We also taught subjects (via experimestruntions) that their best policies
would be to report their true valuations.

2.2 Paid Practice Rounds (Replication of PZ)

The paid practice session included 14 lottery rguadd 6 NTU souvenir rounds.
For the 14 lottery rounds, we replicated the Typtotteries of Plott and Zeiler (2005),
but multiplied the payoffs of the lotteries by 5 ¢onvert into New Taiwan Dollafs.
The lotteries were sequenced as follows: 3 smakest lotteries to elicit
willingness-to-accept (WTA), 3 small-stake lottarie elicit WTP, 4 large-stake lotteries

to elicit WTA, and 4 large-stake lotteries to dlMiTP.

® The exchange rate between USD and NTD is aboGt V8 multiplied the payoffs by 50 to guarantee
subjects earned enough money to avoid potentidrbptcy problems if they later purchased an expensi
item.



Following the 14 lottery rounds were 6 NTU souvenaunds, which were
sequenced as follows: mug, folder, travel mug, Imadé&, pencil case, and mouse pad set.
We asked the odd numbered subjedtseir WTA for the mug and folder, and their WTP
for the rest. Furthermore, we ask the even numldgests their WTA for the travel mug
and notebook, and their WTP for the rest.

After eliciting WTP (or WTA), the computer randondglected a “computer price”
from a range that was pre-determined by the exmerier® In lottery rounds 1-3 and
7-10, if the subject’'s WTA was lower than the cotepprice, the subject would sell the
lottery (to the experimenter) in that particulaumd, and receive the computer price as
payoff. However, if the subject’'s WTA was highbah the computer price, the subject
would keep the lottery and earn whatever the ouécofithe lottery.

In contrast, in lottery rounds 4-6 and 11-14, & gubject's WTP was higher than
the computer price, the subject would purchaseddtiery and pay the computer price.
Therefore his/ her payoff would be the lottery @me minus the computer price. On
the other hand, if the subject's WTP was lower tlia® computer price, the subject
would not obtain the lottery, and his/ her payoéfuld be zero.

In the NTU souvenir rounds, similar to the lotteopnds, when subjects reported
their WTA to be lower than the computer price, thveyuld sell the item and earn the
computer price. And if their WTA was higher tham ttomputer price, they would keep

the NTU souvenir in that round (i.e., s/he can altguoring the item home). And when

’ Odd and even number subjects were assigned ragdiynslession.

8 The computer price is determined by the followjmgcedure: A minimum price (typically zero) and
maximum price (varies by item) is first specifi@dhen, a coin toss determines whether the price avoel
above or below the expected value (EV) of the fgtfer market price of the item). Finally, the couer
chooses a price uniformly in that range (minimuniktbor EV to maximum). However, subjects were only
told the computer price was randomly drawn fromredptermined distribution that was unrelated tarthe
stated WTP or WTA.



subjects reported their WTP to be higher than tmputer price, they would receive the
NTU souvenir and pay the computer price. If thejettts WTP was lower than the
computer price, the subject could not purchaseNi& souvenir, and his/ her payoff
would be zero.

Since these were paid practice rounds, every rouasl realized after subjects
reported their WTA or WTP to make sure subjects thadchance to learn. The payoffs
in the paid practice session were accumulated indNlfars and could be spent in the
next session. Therefore, subjects could use betlednnings in the paid practice section
as well as the show-up fee to buy consumer gootiseimext section. The show up fee
in the field was NT$500 (roughly US$16.67), respedy.’

2.3 Real Rounds (Measuring Effect of Price Tag)

After the paid practice session, we conducted¢héworld consumer goods session.
We used 17 items in the Knock product line, theimrket prices ranging between
NT$170 (roughly US$5.67) and NT$4,280 (roughly U&%67). Among these items, 6
of them (having prices are between NT$1,880 andA\28P) were still not introduced to
the market when we conducted the experiments, lagr@fore their market prices were
the expected market prices provided by the bramtenawner (which was communicated
to subjects). There were a total of 38 rounds is dkction. In the first 19 rounds, we did
not show the market price of the items; in the riétrounds, we showed the items with
their market price. We randomized the 17 itemgHerfirst 17 rounds, and then rounds 1

and 2 were repeated again as rounds 18 and 19a8ynanother randomization of the

° In the rare case where a subject purchases ansixpdtem at a high price, s/he has to pay oytaufket
to obtain that item. Subjects were all warned aloigtpossibility and advised not to report a high
WTP/WTA unless they really meant it. None of thejsuats regretted or backed out of their purchasing
decision.



17 items was used for round 20 through 36, and tbhends 20 and 21 were repeated as
rounds 37 and 38.

In every round, subjects were shown the picturehef item in three different
colors!® The purpose of showing subjects three differeforsoof the same item is to
eliminate color preference bias. Subjects thenrteddheir WTP for that item. After 38
rounds, we randomly selected one of the 38 rouodghe subject and played it out. That
is, if the subject’'s WTP in that round was highleart the computer price, the subject
would have to purchase the item at the computeepif the subject's WTP was lower
than the computer price, his/ her payoff would ez
2.4 Lab Replication

Since our field experiment described above couldib&ed as “a conventional lab
experiment with nonstandard subject pool and fedtext”!* we also conducted the
same experiment in the laboratory using collegalesits subjects. We recruited 28
National Taiwan University (NTU) students betweba ages of 19 and 23, including 17
males and 11 females, and ran a total of 6 ses&ions Dec. 24 to Dec. 30, 2009 at
Taiwan Social Science Experimental Laboratory (TEBS at National Taiwan
University (NTU).

Nearly identical experiment procedures were usebath the lab and the field,

though the show-up fee in the lab was NT$100 (rougts$3.33)** This replication

tests the robustness of our results and contribtdethe small number of studies

191f they purchased the item, they could choosecther they like best.

1 |n fact, Harrison and List (2004) would classifyr@xperiments as “framed field experiments.”

> However, the lab experiment instructions were maictly the same as the field instructions, since we
used “neutral language” in the lab, but were foriwethodify some of the wording in the field to esdt the
context. For example, the term “lottef#(%E)” gave field subjects the idea of some form of fény or
even fraud. Hence, we had to replace it with the tgjoodie bag{E£%).” (It is common for department
stores in Taipei to sell or give out goodie baghwinspecified content during the holiday season.)

10



comparing field and lab results.

3 Results

Result 1. Data of real-world consumer goods (from the produte of Knock)
support the hypothesis that WTP increases aftewisigosubjects the market price for
both field and lab experiment$,even though we elicit WTP using the BDM mechanism,
teaching subjects the optimal strategy and emptpyaid practice rounds.

Support. Table 1 reports th&- andp-values of the Wilcoxon Signed-Rank Test for
the null hypothesis, the gap, between WTP befork after seeing the market price,
equals to zero. As can be seen, Zhealue of all 17 items in the field experiment is
2.869 p-value = 0.0041), and for the lab experiment theesponding value is 9.058
(p-value = 0.0000). Therefore, we can reject thé hybothesis that the WTP before
and after seeing the market price is equal bothenfield and in the lab. Furthermore,
if we divide the 17 items into 3 categories acaogdiio price levels, “Low” (for
NT$1-NT$500), “Medium” (forNT$501-NT$1,500) and “High” (for NT$1,501 and
above), we find that the gap is significantly gesathan zero for the “Medium” and
“High” group. In fact, thep-values decrease as price level goes up. This sniben
WTP gap between before and after seeing the maria is more significant for more
expensive items.

Moreover, if we compare the means of the WTP gaperfield with those in the lab,

we find the means of the “Low” and “Medium” pricevel groups in the field

13 We use the repeated rounds (1 vs. 18, 2 vs. 19s.287 and 21 vs. 38) to check if WTP will increase
decrease when seeing goods (and price) the seicoedTthe Z-values of Wilcoxon signed-rank testgR}t
of WTP before and after are -1.110 (p = 0.2669)-4m888 (p = 0.0591) in the field, -0.860 (p = @B
and -0.862 (p = 0.3885) in the lab, and -1.326 (p1:848) and -1.959 (p = 0.0501) combined, all &nal
than that of [, (Z=2.869). Therefore, our result is not due tdevreffect.
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(-NT$16.95 and NT$21.45) are smaller than thosthénlab (NT$5.24 and NT$36.47).
Conversely, the mean of the “High” price level gran the field (NT$173.56) is larger
than that in the lab (NT$106.92).

Result 2. The data of real-world consumer goods support fpothesis that WTP
trends toward the observed market price.

Support. In Table 2, Group 1 observations are those who$® WWefore seeing the
price was lowethan the market price, and Group 2 observationgherge whose WTP
before seeing prices was higher than market price.

We have a total of 54 subjects (26 in the field @8dn the lab), and each subject
was asked their WTP for 17 different real-world s@mer goods before and after seeing
market prices. Therefore, we have a total of 918epkations of the WTP gap (D).
Among the 918 observations, there are 33 obsenai Group 2. And among these
33 observations, only 1 observation was elicitedhi@ lab; the other 32 observations
were elicited in the field. Hence, we pool togetthne field and lab data.

Table 2 reports th&- andp-values of the Wilcoxon Signed-Rank Test for thé nu
hypothesis that the gap, between WTP before aed sdeing the market price, equals to
zero. As can be seen, tRevalues for all 17 items in Group 1 is 9.425value =
0.0000), and for Group 2 the corresponding value-4i$33 p-value = 0.0000).
Therefore, we can reject the null hypothesis that WTP before and after seeing the
market price is equal, both in Group 1 and Group Rurthermore, the mean of the WTP
gap in Group 1 is positive (NT$73.42), while in @po2 it is negative (-NT$361.82).
This suggests that the WTP moves toward the mamke¢ after seeing it. Moreover,

this reaction is asymmetric: the adjustment (D)Gooup 1 data is only around 6% of the
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difference between Price and WGF,Rbut that for Group 2 data is more than 100% ef th
difference In other words, there is overshooting when PH@éT Py < 0.

Result 3.In the data of real-world consumer goods, “Pric&/FPy" and “Prior
Experience” are the two main factors that explam gap between WTP before and after
seeing the market price.

Support. Table 3 reports the OLS and random effect GLS s=jpes (clustered at
the subject level) predicting the difference betwa®TPsyer and WTRBegore With the
difference between posted prices and WHR and whether subjects had prior
information regarding the item, as well as othemtoas, include subject pool dummies,

subject pool specific age, gender and income effact so on:

(WT Patter = WT Poefore) = a+22:,8i x (Price. WTRxre ¥ Groyf
+ By % Inexperien:(la Dummy (Controisy

We set the “Inexperience Dummy” equal to 1 for Htedent subjects and the 6
items (item 12-17) that were not in the market wtien experiment was conducted (for
field subjects) and equal to O otherwise. In otherds, we assume that student subjects
have little prior knowledge of the products, whaletual consumers in the field do have
some prior information regarding existing produéts.As can be seen in the table,
“Price — WTRy” for Group 2 has coefficients of 1.6-1.8 and aigngicant at the 0.1%
level in both OLS and random effect GLS regressionkhe coefficients for “Price —
WTPy" for Group 1 are roughly 0.2-0.3, but are stithtgdtically significant at the 0.1%

level in the random effect GLS regressions. Theffanents for “Inexperience” (which

 Table S3 reports alternative specifications foopexperience. In particular, we include a “New
Product Dummy” for items not in the market and reriaction term of New Product and Subject Pool
Dummy for the field. Both are significant, and teefficient of “Price — WTR’ for Group 2 remains
robust to this specification (at around 1.8-1.9jlevthat for Group 1 becomes insignificant.
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captures the information effect of price) are laf@@-150) and statistically significant at
the 0.1% level in all but the simple OLS regressigthout additional controls (where it

is still marginally significant at the 10% level)Among the controls, two are of special
interest: earnings in the paid practice round €&t tf there is any wind-fall effect) and
dummies for one’s favorite item (for Group 1 ando@y 2 separately to test if strong
taste would make WTP persistent). Nonethelessificeats for these variables are
neither statistically significant, nor economicatlignificant. In the random effect GLS
specification, “Paid Practice Payoffs” have a statally insignificant 2.83% effect on

the WTP gap, while “Favorite” dummies lower the W&o by only NT$13 (less than
40 cents in USD; also statistically insignificantherely one tenth of the effect of

“Inexperience”.

4 Discussion

We used an experimental design similar to that liseBlott and Zeiler (2005) in
the paid-practice rounds.

We designed the paid-practice rounds with threeomapt purposes in mind: First,
practice rounds with real consequences help to rsake subjects fully understand the
BDM mechanism. Indeed, PZ used a similar procetlurmake sure subjects learned
BDM so well that they did not observe the WTA-WT&ogfor mugs). Second, these
“expensive” paid practice rounds provide some mofaysubjects to spend in the
real-world consumer goods rounds in the next phase, help us avoid potential

bankruptcy problems. In fact, none of our subjeeeeged on their purchas&d.

® One might wonder if these earnings were viewediag-falls and treated differently. However, as
shown in the previous section, paid practice roeewhings had little effect on subsequent WTP gaps.
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Thirdly, adopting PZ’s design provides the (usuallyder-appreciated) opportunity to
replicate their findings. This is especially usefince Isoni, Loomes and Sugden (2010)
replicated and reassessed the (unreported) reguPiott and Zeiler (2005) in the lottery
rounds, namely there was a gap between WTA and Wl lottery rounds, though no
gap was observed in the mug round.

Our results are consistent with those of Isoni,rhes and Sugden (2010), but less
strong. Table 4 shows the summary and test statisff our paid-practice rounds
(lottery and NTU souvenir rounds) pooling data frima field and lad® As can be seen
in the table, all of the lottery rounds are sigrafit at least at 1% significance level.
That is, we can reject the null hypothesis that WBgials WTP in the lottery rounds.
Furthermore, in the mug, folder, travel mug andebobk rounds, the-values are too
large to reject the null hypothesis. That is, wealbtain the “no gap” results in the NTU
souvenir round$’

Note that one caveat exists in the comparison griesl-rank and rank-sum test
results (which is also present in the analysisqueréd by Isoni, Loomes and Sugden,
2010): The signed-rank test uses paired data ovbiaée sample, giving it greater power
than the unpaired rank-sum test (which utilizespbt sample). Hence, one cannot
compare significance results from the lottery aniBUNsouvenir rounds directly if one
test is conducted on the lottery rounds while agoth performed on the NTU souvenir

rounds.

'® This table replicates Table 2 of Isoni, Loomes &ugden (2010) using our data. The only difference
is that they report 1-tail signed-rank and rank-stest results with asterisks indicating levels of
significance, while we report exact p-values faaRtests.

" We have no Wilcoxon rank-sum test results in thecpease and mouse pad set rounds, since we asked
all subjects their WTP in these two rounds. Thimiamiliarize subjects to the rule of the nexapé (only
asking WTP).
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To address this potential issue, we split the saraptl conduct the same rank-sum
test for both the lottery rounds and NTU souveaurnds. Results are reported in Table
5. Compared with the results reported in Tablehé, rank-sum test results are less
significant for the lottery rounds, making themdsér” to the results of the mug rounds.
Given Isoni, Loomes and Sugden (2010) did not perfany formal test to see if the
difference in Z-values are significant, one miglged to be more cautious before
accepting their conclusion, namely the PZ procededeces the WTA-WTP gap only for
mugs, but not lotteries.

Furthermore, our results are also consistent viitise of Plott and Zeiler (2010),
though more so in the field than in the lab. Imtipalar, Table 6 shows the amount of
“boundary valuations” we observe in the WTA and Wi6Phigh stake lotteries. Both
in the field and lab, we find a lot of WTA aboveexual to the upper bound of the value
support, while none below or equal to the lowerritbu We also find more WTP below
or equal to the lower bound of the value suppangared to above or equal to the upper
bound. However, such behavior is more prominethénfield than in the lab. Table 7
shows this explains a large portion of the WTA-W@&p, as most of the adjusted
WTA/WTP ratios are not significantly greater thaneoafter excluding the boundary
valuations.  This replication contributes to the-gming research regarding the
WTA-WTP gap of lotteries, though further investigat is required to understand the

underlying force driving such results.

5 Conclusion

We investigate whether and how the number showrthenprice tags affects
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willingness-to-pay by using the BDM mechanism, t#ag subjects the optimal strategy
and employing paid practice rounds on real-worldsconer goods (from the product line
of Knock) to elicit the true valuations. We implemaimilar procedures in both field and
lab.

We conclude that the price tag does have rafigignt effect on WTP in both field
and lab. Furthermore, this effect is more significavith high-end products that have
high price levels. In particular, for those whoa8 P before seeing the price tag is
lower than the market price, their WTP will increadT$73.42 (roughly US$2.22) on
average after seeing the price tag. And for thdsese WTP before seeing the price tag
is higher than the market price, their WTP will tise NT$361.82 (roughly US$10.96)
on average. Therefore, WTP trends toward the gbdanarket price.

Additionally, the data in our paid practiceindls, adopted from a design similar to
that of Plott and Zeiler (2005), could be viewedagplication of Plott and Zeiler (2005)
and Isoni, Loomes and Sugden (2010) which providether support to their results.
That is, the data from our lottery rounds do ngipsut the hypothesis that WTA equals
WTP, while the data from the NTU souvenir (mugdgdl, travel mug, notebook, pencil
case, and mouse pad set) rounds do support thethegm that WTA equals WTP.
However, our weaker results casts doubts on Isbagmes and Sugden (2010)'s
conclusion that the PZ procedure generates conpléiféerent behavior for mugs and
lotteries.

In conclusion, after controlling for possible prdoeal artifacts, we still observe a
significant effect of price tag on WTP, while theedtion of this effect depends on the

difference between the consumer’s initial WTP ahd market price. Moreover, the
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negative effect when peoples’ initial WTP is high#tran market price is more
economically significant than the positive effeciThis result suggests that when firms
determine prices or discounts, they might have l&xep greater consideration on the

negative “outside-opportunity” effect instead of fhositive “price placebo” effect.
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Table 1- Wilcoxon Signed-Rank Test{FWTP.;— WTRy = 0)

Field Experiment Lab Experiment
Mean Mean
Obs. (NT$) Z p-value  Obs. (NTS) Z p-value

Dai 442 63.84 2.869 0.0041** 476 52.15 9.058 0.0000***

Diow 130 -16.95 -1.720 0.0854 140 5.24 1.941 0.0523

Dmed 156 21.45 2.107 0.0351* 168 36.47 5.108 0.0000***

Duigh 156  173.56  3.410 0.0007*** 168 106.92 7.366 0.0000***

Note:
1.D = WTP after seeing market price — WTP beforersgaiarket price = WTR— WTR;.
2. All - all price level,

Low - low price level (price range: NT$500 anddve roughly US$16.67 and below ),

Med - medium price level (price range: NT$501-N;BRD, roughly US$16.67-US$50),

High - high price level (price range: NT$1,501 atmbve, roughly US$50 and above ).
3. Significance level (2-tail): * = 5%, ** = 1%, **= 0.1%.

Table 2- Wilcoxon Signed-Rank TestfWW TP, — WTRy = 0)

The WTP before Seeing Price The WTP before Seeing Price
Lower than Market Price (Group 1) Higher than Market Price (Group 2)
Mean  Price - Mean Price -
Obs. (NT$) WTP Z p-value Obs. (NT$) WTP Z p-value

Dai 885 73.42  1205.62 9.4250.0000*** 33 -361.82 -231.18

-4.5330.0000***

Diow 256 1.60 269.45 1.0660.2865 14 -134.29 -94.29

-3.2710.0011**

Dwes 312 4354 71509 5.8470.0000%* 12  -342.5 -197.42

-2.3570.0184*

Duigh 317 160.85 2444.45 7.8520.0000*** 7 -850 -562.86

-2.2900.0220*

Note:
1. D = WTP after seeing market price — WTP befemirsg market price = WTRP- WTR.
2. All - all price level,
Low - low price level (price range: NT$500 anddve roughly US$16.67 and below ),
Med - medium price level (price range: NT$501-NERD, roughly US$16.67-US$50),
High - high price level (price range: NT$1,501 atbve, roughly US$50 and above ).
3. Significance level (2-tail): * = 5%, ** = 1%, **= 0.1%.
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Table 3- OLS and Random Effect GLS Regressions

Y= WTP 4 — WTPys OLS 1 OLS 2 GLS 1 GLS 2
Price — WTRs (Group 1) 0.0244** 0.0157 0.0337***  0.0299***
(0.00914) (0.00930) (0.00842) (0.00857)
Price — WTR; (Group 2) 1.573*** 1.607*** 1.797*** 1.819***
(0.133) (0.150) (0.124) (0.143)
Inexperience Dummy 40.11 152.5%** 88.02*** 131.4%**
(21.85) (30.17) (24.61) (27.39)
Age (Lab) -17.42 -18.37
(13.00) (23.21)
Age (Field) 5.188*** 5.433*
(1.418) (2.525)
Gender (Lab) 0.770 1.757
(25.52) (45.58)
Gender (Field) 55.71* 54.22
(25.57) (45.63)
Disp. Income (Lab) 477 4.69
(4.66) (8.32)
Disp. Income (Field) 3.96* 3.71
(1.73) (3.08)
Favorite (Group 1) -6.365 -12.87
(39.17) (35.44)
Favorite (Group 2) -78.74 -7.394
(136.2) (125.7)
Paid Practice Payoffs 0.0271 0.0283
(0.0168) (0.0299)
Subject Poal -461.2 -493.2
(276.6) (492.5)
Constant 14.90 186.7 -27.02 207.2
(16.52) (268.1) (21.97) (477.0)
Observations 918 918 918 918
R-squared 0.159 0.215
Number of subject 54 54

Note:

agrwhpE

Significance level: * = 5%, ** = 1%, *** = 0.1%.
Gender Dummy: Female = 1; Male = 0.
Disposable Income: Per unit with NT$1,000 of moyntfisposable income.
Favorite Dummy: The item that is the subject’s féteo= 1; Otherwise = 0.
Subject Pool Dummy: Field = 1; Lab = 0.
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Table 4- Summary and Test Statistics of Paid-prad®ounds (paired signed-rank test for lottery dsiyn

WTA valuation WTP valuation WTA /WTP?

b
S o e e Mol SO Mem L g ey wen oS SO Mem e el T
1 54 10 24.9 10 80.81 2.49 4 54 15 12.8 135 6.87 0.86 2.68 1.28 0.0035**
2 54 18 184 18 9.18 1.02 5 54 23 19.2 20 9.85 0.84 1.70 1.15 0.0030**
3 54 4 18.7 20 11.95 4.68 6 54 9 18.9 20 14.11 2.10 2.62 1.50 0.0046**
7 54 245 259.1 250 157.35 1.06 11 54 295 271.2 250 277.15 0.92 11.37 1.23  0.0030**
8 54 100 180.0 155 14991 1.80 12 54 150 142.0 100 11341 0.95 3.50 1.50 0.0000*+*
9 54 100 181.0 100 150.84 1.81 13 54 150 148.8 134 113.71 0.99 5.73 1.67 0.0001*+*
10 54 150 249.3 184 19549 1.66 14 54 200 1929 150 139.37 0.96 3.12 1.50 0.0013**
Mug 30 190.6 150 123.35 Mug 24 1319 120 95.56 1.45 1.25 0.0723
File 30 75.7 40 126.40 File 24 46.7 30 51.83 1.62 1.33 0.1597
T.Mug 24 146.7 105 97.98 T.Mug 30 138.4 150 78.96 1.06 0.70 0.9095
Notebk 24 123.9 100 115.93 Notebk 30 90.1 80 58.62 1.38 1.25 0.6246
Case 0 Case 54 68.7 59 57.33 n/a
Pad 0 Pad 54 63.2 50 52.26 n/a

a — Ratio is computed as (WTA + c)/WTP for lottsrierhile for the NTU product it is the ratio of nrmsaand medians, respectively. The constant c iglifference between
expected values of the two lotteries, and is $Sfoall-stakes lotteries (1-6) and $50 for high-etalotteries (7-14). We set WTP equal to 1 in cadesse WTP was equal to

0

b — Test based on Wilcoxon signed-rank test faet@ts and two-sample Wilcoxon rank-sum (Mann-Wairtest for NTU goods.
Significance level (2-tail): * = 5%, ** = 1%, *** =0.1%.
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Table 5- Summary and Test Statistics of Paid-prad®ounds (split sample test for lottery rounds)

WTA valuation WTP valuation WTA /WTP?

b
O obs ey mean MU S ME L gp gy wean MO SIMEn ey Med
1 30 10 36.6 10 107.4 3.66 4 24 15 11.9 12.5 6.1 0.79 3.50 1.20 0.0484*
2 30 18 18.8 18 9.5 1.04 5 24 23 19.8 19 12.0 0.86 1.20 1.21  0.0394*
3 30 4 19.5 20 10.9 4.87 6 24 9 17.8 11 17.5 1.97 1.38 2.27 0.0124*
7 30 245 2474 2475 169.7 1.01 11 24 295 237.3 200 170.5 0.80 1.25 1.49 0.0891
8 30 100 1v6.5 1775 1128 1.77 12 24 150 1295 100 136.5 0.86 1.75 2.28 0.0001***
9 30 100 1918 125 133.1  1.92 13 24 150 139.2 1345 1072 093 1.74 1.30 0.0026**
10 30 150 287.0 200 2106 191 14 24 200 2124 1995 156.2 1.06 1.59 1.25 0.0140*
Mug 30 190.6 150 123.4 Mug 24 131.9 120 95.6 1.45 1.25 0.0723
File 30 75.7 40 126.4 File 24 46.7 30 51.8 1.62 1.33 0.1597
1 24 10 10.4 10 9.8 1.04 4 30 15 13.6 15 7.4 0.91 1.13 1.00 0.5201
2 24 18 18.0 18 9.0 1.00 5 30 23 18.8 20 7.9 0.82 1.22 1.15 0.0922
3 24 4 17.8 16.5 13.3 4.45 6 30 9 19.8 20 11.0 2.20 1.15 1.08 0.4455
7 24 245 2738 250 1426 1.12 11 30 295 298.3 250 340.1 101 1.09 1.20 0.0476*
8 24 100 184.3 150 189.0 1.84 12 30 150 152.0 110 92.2 1.01 1.54 1.82 0.0145*
9 24 100 1675 1005 1725 1.68 13 30 150 156.5 135 1199 1.04 1.39 1.11  0.1256
10 24 150 2021 1655 167.3 1.35 14 30 200 177.3 150 124.8 0.89 1.42 1.44  0.0235*
T.Mug 24 146.7 105 98.0 T.Mug 30 138.4 150 79.0 1.06 0.70  0.9095
Notebk 24 123.9 100 115.9 Notebk 30 90.1 80 58.6 1.38 1.25 0.6246

a — Ratio is computed as the ratio of WTA meansraadians plus ¢ over WTP means and medians feriest, while for the NTU product it is the ratiorakans and medians,
respectively. The constant c is the difference betwexpected values of the two lotteries, and ifo5mall-stakes lotteries (1-6) and $50 for hégakes lotteries (7-14).
We set WTP equal to 1 in cases where WTP was ¢g/@al

b - Test based on two-sample Wilcoxon rank-sum {afhitney) test for both lotteries and NTU goods.

Significance level (2-tail): * = 5%, ** = 1%, *** =0.1%.
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Table 6- Boundary Valuations for Three UncertaingeaStake Lotteries

WTA Boundary WTP Boundary
Valuations (Lotteries Valuations (Lotteries

7, 8, 10) 11, 12, 14)
Field Lab Field Lab
Valuations at or above the upper 34.62%  14.29%  10.26%  5.95%
bound of the value support (27) (12) (8) (5)
Valuations at or below the lower 0% 0% 20.51% 8.33%
bound of the value support (0) (0) (16) (7

Note: Field N=78 (26 subjects); lab N=84 (28 sutgec

Table 7- Mean (Medid) Adjusted WTA/WTP Ratios for Lotteries

L3/L6

L7/L11 L8/L12 L9/L13 L10/L14
1.882 22.13 2.597 3.340 4.744
All (Field) (1.75%) (1.417%)  (L.75%*)  (1.88**)  (2.325*%)
N=25" N=26 N=25" N=25" N=26
2.013 52.82 4.352 6.589 6.210
Upper Boundary -~ 5.y (2.2%%%) 457  (188%)  (2.75%)
Gap N=3 N=9 N=7 N=5 N=7
134.2 4.624 16.4
Lower Boundary N=0 (40.83%) (5+%) N=0 (15+)
Gap N=4 N=5 N=5
Both valuations 1.865 0.967 1.288 2.528 1.791
inside the Bounds (7% (1.167) (1.333)  (2.025*) (1.25)
N=22 N=11 N=13 N=20 N=15
1.584 1.371 2.285 2.152 1.620
All (Lab) (1.208) (1.045)  (1.347*+)  (1.25%) (1.193)
N=28 N=28 N=28 N=26" N=28
1.143 1.902 6.06
Upper Boundary (1.143) (1.64) (3*)
Gap N=1 N=5 N=5 N=0 N=0
5 7.367 4.6
Lower Boundary ) (3.235%) (4.6)
Gap N=0 N=1 N=4 N=0 N=2
Both valuations 1.600 1.086 1.254 2.152 1.391
inside the Bounds (122 (1) (1.083) (1.25) (1.031)
N=27 N=21 N=19 N=26 N=26

Note: *Mean and median of adjusted WTA+c/WTP ratio. Raftwgwo subjects are undefined
because lottery valued at NT$0 as buyer in lott&rylab). In lottery 6, 12, 13 (field), one
buyer valued the lottery at $0. The sign test idekithe $0 bids.

PTwo-tailed signed-rank test results: *=0.1 **=0.5=0.01.
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Appendix [For Online Viewing Only]

A.1 List of Lottery and NTU Souvenir Used

Lottery Ticket
Val. Lott. Plott & Zeiler (2005)
Our Lottery
Type No. Lottery A Lottery B
@ 1 (NT$10, 0.5; NT$10, 0.5) ($0.20, 0.5; $0.20,0.5 ($0.20, 0.5; $0.20, 0.5)
E WTA 2 (NT$18, 0.5; NT$18, 0.5) ($0.35, 0.5; $0.35)0.5 ($0.35, 0.5; $0.35, 0.5)
o
Q 3 (NT$35, 0.3; NT$-10, 0.7) ($0.70, 0.3; $-0.2)0 ($-0.20, 0.3; $0.70, 0.7)
:$ 4 (NT$15, 0.5; NT$15, 0.5) ($0.30, 0.5; $0.30,0.5 ($0.30, 0.5; $0.30, 0.5)
S wWrP 5 (NT$23, 0.5; NT$23, 0.5) ($0.45, 0.5; $0.45)0.5 ($0.45, 0.5; $0.45, 0.5)
)
6 (NT$40, 0.3; NT$-5, 0.7) ($0.80, 0.3; $-0.1(@)0. ($-0.10, 0.3; $0.80, 0.7)
7 (NT$350, 0.7; NT$0, 0.3) ($7,0.7; $0, 0.3) (80; $7,0.3)
® WA 8 (NT$250, 0.4; NT$0, 0.6) ($5, 0.4; $0, 0.6) (804, $5, 0.6)
% 9  (NT$400, 0.5; NT$-200, 0.5)  ($8, 0.5; $-4, 0.5) ($-4, 0.5; $8, 0.5)
o 10 (NT$500, 0.3; NT$0, 0.7) ($10, 0.3; $0, 0.7) $0,(0.3; $10, 0.7)
S
7 11 (NT$400, 0.7; NT$50, 0.3) ($8,0.7; $1, 0.3) $1,(0.7; $8, 0.3)
Q
% WTP 12 (NT$300, 0.4; NT$50, 0.6) (%6, 0.4; $1, 0.6) $1,(0.4; $6, 0.6)
-
13 (NT$450, 0.5; NT$-150, 0.5)  ($9, 0.5; $-3, 0.5) ($-3, 0.5; $9, 0.5)
14 (NT$550, 0.3; NT$50, 0.7) ($11, 0.3; $1, 0.7) ($1, 0.3; $11, 0.7)
NTU Souvenirs
Itermd Product Name Figure Color Price (NT$)
1 NTU Druken Fall Moon Mug t 5\'/?;2 )) 380
(B RWE H B 5ERF)
) . White ()
NTU Library File Folder
2 . Dark Red (%4 50
(A FEaEE ) . ark Red (E#41)
bl — 1 Black (&)
3 N(T:\J j;gfl %ug . :’;,! Brown @) 220
SR W& Pink ¢1)
NTU Diamond-Shape Y White ()
4 Notebook Gold &) 90
(B RERELA) g
NTU Pencil Case g -
> Ermsry R Beck ) 120
NTU Mousepad + Pen / :
6 NN e Whit 200
(EAREEFRERE 4 =)
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A.2 List of Knock Products Used

Iterm Product Name Figure Color Price (NT$)
SHIEE
Sports Coin-Mate (Anime : Blue (R5:-HE)
1 (s R 55 ) < Pink BESH-1341) 170
e Yelow (f-##
Sports Coin-Mate Black ()
2 (Basketball) Red &) 210
(EEFkamrt T 980) . Orange £#)
Sports Phone Pouch ; Black ()
3 (Basketball) n Purple &) 460
ERTFHRE (L) Yelow (&)
Digital Camera Case Blue (E5-#E7)
4 (Animal) Red (k22-41) 480
(EReEpE 5B A ) Pink EESE-H4L)
Sports Phone Pouch Blue (B54%)
5 (Warm-Up Jacket) { 1 ) Pink (A3-K34L1%/41 4d1) 480
@RI TFHE) Grey (C-GxA/E4%)
- Orange/BIack@/)
o grmcmmrem @ sommomcan
ORISR Red/GreyéI/j‘)
Mobile-Wear Phone Pou Black ()
7 (Wrap-Around) “ Blue (%) 730
(EEEHERER L) Red €T)
i CEE SR EE
Trackers Wrap-Around Dark. Blue/Light Blue %fn/égn
(B 2 T S ) . Light Blue/Grey EEE/fK) 880
eH 3 Red/Grey £/}%)
Black (£)
s @ e =
Red €1)
Black/Grey E2/x)
10 (Lapto[gﬁs'eg)’e g Dark Blue/Pink (EE2/k34T) 1080
¥ Blue/Apple Green;{ii:/35i4%)
. Blue/Black §£/)
1q  Actve Shoulder Bag Purple/Black /) 1280
CESIRETTEL)
Magenta/Grey;#41 /%)
. e Royal Blue §FE%)
Laptop EZ Carrier C .
12 e T Apple GreenE#54%%) 1880
=
(FEES ) Red &)
) Black ()
13 'E’;f;?;}ge;ag &“ﬁ_' Purple/Black £2/) 2280
hE Magenta/Grey {4l /%)
) Black (£)
14 L%%F‘CS%)A ! & Ruby k4L) 2880
SR Sky Blue (R22EE)
Black/Grey E/F%)
15  Tote Bag{kHEIFEiF) % Purple/Grey £:/fx) 3280
Yellow/Grey (&/}x)
Black (£)
16 %apt;;;ggjndbag @ Purple/Black £/ 3680
Magenta/Grey;#41 /%)
Black/Olive GreenH2/Hi&4%)
17 Exec(uge }f‘;j‘gfbev‘ % Black/Stripes E/EE4) 4280
e Grey/Sky Blue /22 85)
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A.3 Sample Instructions and Post Experimental Surwe (for the Field)

R oA 8 A 6 R 5 % (TASSEL)R Sk i

B ER N E AR R T RV ER - AR ERm [EE ) - S8tk
20 B - SBERIY T 38 [ - EhREEHR > LEEEHEEEH G 500
TT » PURCR— 73 B 3 AT A AR =ieps ot » FRe (R 2 6 % 500 T >
HEAHEEERPEHFES -

¥ - iy

320 [H& - FEEEA —EIEEEESA S S T REE R0 > AJREE
BT b Wl EE RS T L R ELGT b @] DU A e AT
WERKPGEERE T L A DURAARBAGREL - sh B EREm L T B
NP

YERK & 2 FEEEAABIRESRE - GEREREREZ %/ VR
Wit - P > RS R H — (R (B e SER) - AORICHYETEE
HE T VB ) (B —R) - BT AR SRR - M E SR AR A
FEEFHARPE A L R B et BT o ) kel 5 7 LG ek 2o

WMRKE &R %E =L WTDUAEREES DU RIRE SR IAE - #

& o iRt D —(E B (BRI E ER) o RIGHY R E EL R A L AV
T () S g REERE TR > MEREEEIRE - 1l 0 &

H et B LR T 0 kel @ 3 RS i R BRSO, ALY
TERSLA G hl B ¢ i -

Bl fEek s e+ o AIREHYAER 10 - MR HMTHAETZ 12
tEfsayoEs - RIEEAGEEE - (BE0] DUERS 12 (B - B2 R E i
HEVETE 9 0 EEEHYAE (10K - RISSHAAR &kt -

B2k e e &g < ¢ MUIREHRER 100 B LAV T=E 9
FEHY e - RIS GERY - HFEAT 9 [EAK - LREHEHHHAVE T Z
12 > LEEHYRE S > AISCHCA Rz -

Bl EERE > HERTA RS EINgETIRE - TR EEEE
IR A AR IR - LA - BR T AESCHGERE TSl (B ) (U 240 -
A DIERSHELR YA - EREH TS BRI - 20 [ &E5HR > &a L
GREURESTIIRE - USRI EE A - QR E SR AW > 7L
BEAEEE - HEHEEE 500 ST(EE OABEEE RIS EIHIRE ) © 40
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RGBSR BB A —E M nvE - TS SIFr A fE E e
RS - EEERE  BEABE Ll LB SR TR G 1 -
¥ - Wip

7 38 [mlE - EELEHEEHIRA o JEE T HSCBOT R —E D —1% > B
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[English Translation] Experimental Instructions for TASSEL, NTU

This is an experiment on individual buying behavittis experiment is divided
into two parts, with 20 rounds in the first andrd@nds in the second. After the
experiment, you will earn a show-up fee of 500NTate, and the retail products or
money you earn during the two parts of the expartmeThe lowest amount you
may earn is the show-up fee but you may earn nmotleei experiment.

Part1l

There are 20 rounds in Part 1. In each roundetivdl be either a (hypothetical)
goodie bag (with some experimental currency umiesgafter, ECU) inside), or an
actual retail product. The item will either beymur possession, or in the hands of
the experimenter. If you have the item, you caddr&for some ECUs. On the other
hand, if the experimenter has the item, you casetsome ECUs for the item. Please
pay attention to the bottom-left of the screen,clshows who possesses the product.

Whenyou have the item the experimenter will have a chance to use some
ECUs to exchange for the item. Hence, you willhtordecide how many ECUs
you are willing to accept for this trade. Therg tomputer will randomly draw a
number (which has nothing to do with your decisionlf your decision igessthan
(or equal to) the number drawn by the computer,ipalie a deal. You will earn
ECUs and the experimenter will obtain the prodAttention: The amount of ECUs
you earn equals to the number drawn by the computenot your decision.

Whenthe experimenter has the itemyou will have to decide how many ECUs
you are willing to pay in exchange of the item. emhthe computer will randomly
draw a number (which has nothing to do with youwisien). If your decision isnore
than (or equal to) the number drawn by the compyter make a deal and obtain the
item, while the experimenter earns ECU#ttention: The amount of ECUs you
pay equals to the number drawn by the computer, nogour decision.

This procedure of exchange is designed in hopeythatdecision will reflect
your true value of the item

Example 1 Suppose&ou have the item your decision is 10 (ECUs), and the
number drawn by computer is 12, higher than yoersiten. Then, the experimenter
obtains the item and you earn 12 ECUs. If the remdibawn by computer is 9,
which is lower than your decision (10), the dedkfa

Example 2 Supposehe experimenter has the itemyour decision is 10 (ECUSs),
and the number drawn by computer is 9, lower thaur gecision. Then, you obtain
the item and pay the experimenter 9 ECUs. If tmalmer drawn by computer is 12,
which is higher than your decision (10), the dedbf

After each round, if you possess a goodie bagcdngputer will open it for you
and the amount of ECUs inside will be determinedhgyprobability shown on the
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screen. Thus, in addition to the ECUs you earnthaing the round, you will also
earn the ECUs contained in the goodie bag. All E@JI be accumulated, and
after 20 rounds, the computer screen will showtdked amount of ECUs you earned
and all the retail products you obtained. If yoe aot satisfied with the result, you
can quit the experiment and earn only the showeepN T 500 (though you will also
have to forego the items you obtained). If yousasfied with the result, the ECUs
will be your earnings in Part 1, and you can tatené the retail products you
obtained. At the end of the experiment, the ECUIsb& converted into NT dollars
at the exchange rate of 1:1 (1 ECU = 1 NT dollar).

Part 2

There are 38 rounds in Part 2, all with actualirptaducts. The procedure of
trade is the same as in Part 1, except initiakyakperimenter has all the products and
only one round will be realized at the end of tBe@unds.

Instructions

In each round, there will be one retail produdgessed by the experimenter.
Each product has three different colors, and phwitbee shown on the screen.

At the end of the 38 rounds, the computer willd@amly choose a round to
realize. If your decision in that round is highiean (or equal to) the number drawn
by the computer, you will obtain the producChoose one out of the three
different colors and take it home. If your decision is lower than the number drawn
by the computer, you will not be able to get theduct. The computer draws the
round and number randomly, and they have nothimtptwith your decision.

If you obtain the product, you have to pay the ami@gun ECUs) equal to the
number drawn by the computer. If the ECUs youegin Part 1 is insufficient, you
will have to pay the difference out of your own ket  So, please make your
decisions carefully.

Your decision should reflegour true value of the product For example,
suppose you value the product at 10. If your decis 10 and the number drawn by
computer is 9, you can obtain the product (but hayeay 9ECU). But if your
decision is 0, you will not be able to obtain tliequct even if the number drawn by
computer is 1, which is much lower than your traéue (10).

The “market price” you might see in the experimisrihe actual retail price at
the KNOCK counter at Taipei's MOMO department stoneJanuary, 13 2010.
Some of the products are not on the market ygtyises for those products reflect
only estimated market prices.

At the end of the Part 2, all ECUs will be convdriieto NT dollars at an
exchange rate of 1:1 (1 ECU = 1 NT dollar). Besjd®u will also obtain the retail
products you obtained throughout the experiment.
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Post Experimental Survey

Basic Information

Name: Gender:
Department/ Year: Age:
Student ID #:

Please answer the following question based on KN®E&prene products

1.
2.

How did you decide your bid?

What would you do with the item if you happen tdasb it? (Self-used, gift
for family, gift for friends...)

Will you change your bid if you knew the number sbo by computer?

Electronic Survey

A.
B.
C.

. Age:

Student ID #:
Cell phone #:
Which Year You Are: (1) Freshman (2) Sophomorel(8)ior (4) Senior (5)

Returning senior or graduate

E. Gender: (1) Male (2) Female
F. List five products you want most. (1 stands for dine you want most, and so

on. Writing down the number of the product is ®igit.)

. >List of all 17 products (Name and Figure)

1. 2. 3. 4. 5.

. What is your past experience using Neoprene pre@uct

(1) Very satisfied, (2) Satisfied, (3) Okay, (4) Unshé&d, (5) Very unsatisfied.
Do you have a significant other? (1) Yes, (») N

How much do you usually earn each month? (inclugig time jobs and
allowance)

(1) Below or equal to NT$5,000, (2) NT$5,001~10,0(%)
NT$10,001~15,000, (4) NT$15,001~20,000, (5) AbovieRD,000.

How much do you usually spend each month? (exciufiked payments and
and savings)

(1) NT$5,000 or below, (2) NT$5,001~10,000, (3) NTU®01~15,000, (4)
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NT$15,001~20,000, (5) Above NT$20,000.
L. How much money did you bring to this experiment?

M. Have you ever been a seller online? (1) Yes (2) No

N. Do you like sports? (1) Yes (2) No
If yes, what sport? (1) Jogging, (2) Cyclifg), Mountain climbing,
(4) Basketball, (5) Baseball, (6) Other, pleasegpe

O. Do you own a laptop? (1) Yes (2) No

If yes, what size? (1) 7 inch or below, (2) 8a¢h, (3) 10~11 inch, (4) 12

inch, (5)13 inch, (6) 14 inch (7) 15 inch or above.

A.4 Screenshots of the Experimental Program
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Figure S1: Screenshot for Paid Practice Round ft€by)
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Figure S2: Screenshot for Paid Practice Round 1(MVTA)
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Figure S5: Screenshot for Eliciting WTP After SegRrice Tag (Tote Bag)
36



Table S3- OLS and Random Effect GLS Regressions

Y=WTP 5 — WTPy OoLS 1 OLS 2 GLS 1 GLS 2 GLS 3 GLS 4
Price — WTR; (Group 1) 0.0244**  0.0157  0.0337** 0.0299***  -0.0012 0.0007
(0.00914) (0.00930) (0.00842) (0.00857) (0.0144) (0.0144)
Price —= WTR; (Group 2) 1.573** 1.607** 1.797**  1.819** 1.891** 1.878**
(0.133) (0.150) (0.143) (0.126) (0.144)
Inexperience Dummy 40.11 152 5+ 131.4%**
(21.85) (30.17) (27.39)
NewProduct 99.89%* 97,54
(38.67) (38.88)
NewProduct (Field) 81.43** 81.56**
(33.64) (33.77)
Age (Lab) -17.42 -18.37 -16.94
(13.00) (23.21) (23.17)
Age (Field) 5.188*** 5.433* 5.077*
(1.418) (2.525) (2.524)
Gender (Lab) 0.770 1.757 1.669
(25.52) (45.58) (45.49)
Gender (Field) 55.71* 54.22 52.80
(25.57) (45.63) (45.55)
Disp. Income (Lab) 4.77 4.69 0.00465
(4.66) (8.32) (0.00830)
Disp. Income (Field) 3.96* 3.71 0.00386
(1.73) (3.08) (0.00308)
Favorite (Group T) -6.365 -12.87 -18.35
(39.17) (35.44) (35.40)
Favorite (Group 2) -78.74 -7.394 -11.47
(136.2) (125.7) (125.3)
Paid Practice Payoffs 0.0271 0.0283 0.0265
(0.0168) (0.0299) (0.0299)
Subject Pool (Field) -461.2 -493.2 5.855 -575.4
(276.6) (492.5) (34.19) (491.5)
Constant 14.90 186.7 207.2 22.99 317.3
(16.52) (268.1) (477.0) (25.11) (475.5)
Observations 918 918 918 918 918
R-squared 0.159 0.215
Number of subject 54 54 54

Note:

Significance level: * = 5%, ** = 1%, *** = 0.1%.

NewProduct Dummy: Item 12-17 = 1; Item 1-11 = 0.

Gender Dummy: Female = 1; Male = 0.

Disposable Income: Per unit with NT$1,000 of disgise income.
Favorite Dummy: The item that is the subject’s fiteo= 1; Otherwise = 0.
Subject Pool Dummy: Field = 1; Lab = 0.
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